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Ex ense

appear in the financial statements of

Section 1.501(c)(3)-1 of the Tax Regulations relates to the
definition of the organization and operation of organizations
described In Section 501(c)(3). It is quoted, in part, as
follows: ,
"(a) Organizational and operational tests. (1) In order to be;
exempt as an organization Jescrlbed in Section 501(c)(3), an
organization aust be both organized and operated exclusively for
one or more.o~.the purposes specified in such section. If an ·;f~/:.

organizatl0d,~:,nfls to meet either the organizational test or tIft!"
operational test, it is not exempt. (2) The term -exempt purpose
or purposesO:-, /:,8S used in t h I s sec t ion, means any pu r pose 0 r
purposes specl'tled In Sec tion 501 (c)( 3) • • • • .. "

\:,." t,.\ "

"(b) Oper8tlo~hl test. (1) Primary activities. An organization
viII be regarded 8S "operated exclusively" for one or more exempt
purposes on;,,,,,,\, it engages primarily in activities which 
accomplish ou r more of such exempt purposes specified In •
Section 501(~ _.). An organization will not be so regarded if
more than an.;':,~,ub ntial part of its activities is not in
furthcranceol'ii'an t'xelJpt purpose. (2) Distribution of
earni ngs .il{"ganiza t ion Is not operated exclusively for one or
lIJore ex.empc:,i.ii 9,es if its net earnings inure in whole or in
part to tllt':\; "it of private shareholders or individuals •••

Section (3)-1(a) of the Income Tax Regulations provides
that in . 0 be exempt as an organization described in
Section 501(e (3), the organization must be one that is both
organized andy~perated exclusively for one or more of the
purposes spectlied in that section. If an organization fails to
meet either organizational or the operational test it is not
exempt.

tr"t
Section 50l(c)(3) of the Code provides for the exemption from
Federal Income Tax of corporations organized and operated
exclusively for religious, charitable, literary, scientific, and
educational purposes; no part of the net earnings of which inures
to any private shareholder or individual.

In ~JditioD to the above expenses, a salary of $ per week
pa1, by the organization to along with health
insLrance. life insurance and retirement benefits.

are husband and wife.
is the brother of

~ . '.,:,'t, ~

The fOllowl~;~
orSa n iia t JC)1l);~:'



 
" * 

S e c t i o n  1 . 5 0 1 ( ~ ) ( 3 ) - l ( e ) ( l )  o f  & h e  Income Tax R e g u l a t i o n s  
p r o v i d e s  t h a t  "on o r g a n i z a t i o n  v i l l  be r e g a r d e d  a s  ' o p e r a t e d  .: 

I e x c l u s t v e l y '  f o r  o n e  o r  more  e x e m p t  pu p o ~ e s  only i f  i t  c n g a g a i  
p r i m a r i l y  i n  a c t i v i t i e s  w h i c h  i i c c o m p l i e h  o n e  o r  more  o f  r u c h  
e x e m p t  p u r p o s e s  s p e c i f i e d  i n  S e c t i o n  5OA(c)(3). An o r g a n i z a t i o n  
w i l l  n o t  b e  r o  r e g a r d e d  i f  more  t h a n  a n  i n e u b s t a n t i a l  p a r t  of i t e  
a c t i v i t i e e  i s  n o t  i n  f u r t h e r a n c e  o f  nn  exempt  p u r p o e e . "  

S e c t i o n  1 . 5 0 1 ( ~ ) ( 3 ) - l ( d ) ( l ) ( i i )  of  t h e  Income Tar R e g u l a t i o n s  
p r o v i d e s  t h a t  a n  o r g a n i z a t i o n  i s  n o t  o r ~ a n l z e d  a n d  o p e r n r c d  
e x c l u s i v e l y  f o r  e x e m p t  p u r p o s e s  u n l o s e  i t  s e r v e s  a p u b l i c  r a t h e r  
t h a n  H p r i v a t e  i n t e r e s t .  T h u e ,  i t  i s  n c c c s e a r y  f o r  a n  
o r g a n i z a t i o n  seeking e x e m p t i o n  u n d e r  S e c t i o n  5 O l ( c ) ( 3 )  t o  
e 3 t a b l i s t l  t h a t  i t  i e  n o t  o r g a n i z e d  o r  o p e r a t e d  f o r  t h e  b e n e f i t  o f  
p r i v a t e  i n t e r e s t s  s u c h  a s  d e s l g n a t c d  i n d i v i d u a l s ,  t h e  c r e a t o r  o r  
h i e  f a m i l y ,  s h a r e h o l d e r s  o f  t h c  o r g a n i z a t i o n ,  a r  persona i' 

c o n t r o l l e d ,  d i r e c t l y  o r  i n d i r e c t l y ,  by s u c h  p r i v n t e  i n t e r e s t s .  

Your o r z a n l z a t i o n ' s  p r f m a r y  i l c t i v i t y  is counseling w h i c h  i s  
c o n d u c t e d  2nd c a n t r o l l c d  by  y o u r  f o u n d i n g  D i r e c t o r  and  P r e s i d e n t ,  

 .  Y o l ~ r  Corlrc! of  D i r ~ c t o r a  A8 made u p  o f  y o u r  
c r e a t o r ,  h i s  b r o t h e r ,  a n d  h i s  w i f e .  S u b s t a n t i a l l y  a l l  o f  y o l l r  
i n c o m c  i s  c l t h e r  p o i d  d i r e c t l y  t o  y o u r  c r e i i t o r  i n  t h e  way o f  
s a l a r y ,  o r  i t  is u s e d  t o  p . 2 ~  t h e  p e r s o n d l  and  p r o f e s s i o n a l  
e y p c n s e s  oi t h e  c r e a t o r  a n d  h i s  E d m i l y ,  s u c h  o e  f o o d ,  
t r a n s p o r t a t i o n ,  m o v i n g  expenses, c d u c d t i o n a l  l o a n  e x p e n s e s ,  
e n t e r t a l n m c n t  expenses a t i d  recording cxpcnses. The fees t h a t  a r e  
c i ~ o r g e d  f o r  y o u r  s e r v i c e s  a r e  c o n p a r a b l e  L O  t h o s e  c h a r g e d  b y  a n y  
o t t i c r  ~ o u n s e l o r  w i t h  a p r i v I i t e  p r . 2 c t i c b ~  i n  the  a r e a .  

Your  o r g a n i z a t i o n  d o e s  n o t  q u a l J f y  fo: exempt  s t a t u e  u n d e r  'is 

S c c t i o n  :*:l(c)(>) because you  a r e  o p e r a t i n g  f o r  t h e  p r i v a t e  
b e n e f i t  of y o u r  c r e a t o r .  'L'he paymt:nt of y o u r  c r e a t o r ' s  p c r s - 1  - 
e x p e n s e s  constitutes i n u r e m e n 1  and 1s o u t s i d e  t h e  ~ c o p c  o f  
S e c t i o n  5Ul(c)(3) ef t h e  Code. I n  a d d i t i o n ,  your c o u n e e l i n ~  , . i 
s e r v i c e  has t h ~  c h r l r a c t e r i s t i c a  o f  3 t r i ~ d ~ .  o r  b u s i n e 6 8  a n d  i s  n o t  "" 

i n  furtherance of  a n  exempt p u r p o s e .  P 

hccorc! i  n ! , , i y ,  u c 4  I . i *Yc .  c o r ~ e l u d e d  t h a t  y o u  a r e  n o t  e n t i t l e d  t o  
recogc  : r ; o n  of exeapt l o n  f r o m  F c d e r e l  Income Tax  u n d c r  S e c t i o n  
Sul(c)(-; j o f  t l l z  Cod., s i n c e  you a r e  n o t  o r k ; a n l z e d  a n d  o p e r a t e d  
c x c i u s i v v ~ ! y  f a r  c h a r t  t d b l . c ,  r e l i g i o u s ,  o r  o t h e r  exempt  p u r p o s e s  

,,,;,within r e : . <  ~ a c . v n : n g  of Szction 5 i ) l ( c ) ( ; ) .  
I ': ,. 

You a r e  r e q u i r e d  t o  file F e d e r a l  I n c o m e  T a x  K e t u r n e .  

'Contributions m a d e  t o  you a r z  n o t  d e d \ l c t i b L c  by the  donors as 
c h a r i t a t l r t  c o n t t i b u t d o n s  n s  d e f i n e d  i n  S e c t i o n  171)(c)  o f  t h e  
Gad,. 



 && 

I f  y o u  d o  n o t  a g r e e  w i t h  t h e s e  c o n c l u e i o n r ,  y o u  may w i t h l n  t h  
days  f r o m  t h e  d a t e  o f  t h i r  l e t t e r ,  f i l e  a b r i e f  o f  t h e  facts, 
and a r g u m e n t s  ( I n  d u p l i c a t e )  u h i c h  c l e a r l y  s e t s  f o r t h  y o u r  
p o s i t i o n .  I n  t h e  e v e n t  y o u  d e r i r e  a n  o r a l  d i e c u ~ s l o n  o f  t h e  
i e e u e s ,  y o u  s h o u l d  s o  i n d i c a t e  i n  y o u r  r u b m l e a ~ o n .  A c o n f e r e  
w i l l  be a r r a n ~ e d  i n  t h e  R e g i o n a l  O f f i c e  a f t e r  y o u  h a v e  aubmit 
y o u r  b r i e f  t o  t h e  C h i c e ~ c  D L s t r l c t  O f f i c e  e n d  we h a v e  h a d  e n  
o p p o r t u n i t y  t o  c o n s i d e r  t h e  b r i e f  a n d  i t  a p p e a r 6  t h a t  t h e  
c o n c l u s i o n s  r e a c h e d  are # t i l l  u n f a v o r a b l e  t o  y o u -  Any s u b m i s  
m u s t  b e  s l g n e d  by one o f  y o u r  p r i n c i p a l  o f f i c e r s -  If  t h e  m a t t a r  
i e  t o  b e  h a n d l e d  by 3 r e p r e o e n t a t i v e ,  t h e  C o n f e r e n c e  a n d  Y r o c t l c e  
B e q u i r e r n e n t s  r e g a r d i n g  t h e  f i l i n g  of a p o w e r  o f  a t t o r n e y  a n d  
c v i d  nce o f  c n r o l l m e o t  t o  p r a c t i c e  m u s t  b e  met. Wc h a v e  enc1.00ed *$& 
P u b l i c a t i o n  8 9 2 ,  Exempt  O r g a n i z a t i o n  A p p e a l  P r o c e d u r e s  f o r  h " v *  :%? 

A d v e r a e  D e t e r m i n a t i o n s ,  w h i c h  e x p l a i n s  i n  d e t a i l  y o u r  r i g h r e  and 4 p r o c e d u r e s .  S 
*kv >,>T.'*? 

I f  y o u  d o  n o t  p r o t e s t  t h i s  p r o p o e e d  d e t e r m i n a t i o n  i n  a t i m e l y  +z;b ' %;% 
miinnor,  i t  w f  11 be c o n s i d e r e d  by t h e  I n t e r n a l  Revenue S e r v i c e  a s ~ i * ~ M  :;$$ 
ti f f l i l u r c  t o  c x t i e u e t  a v a i l a b l e  n d m l n i s t r o t i v e  remedies. S e c t i o n  *ti-$, 

*?,;'- 
7 4 2 8 ( b ) ( 2 )  o f  t h e  I n t e r n a l  R e v e n u e  C o d e  p r o v i d e s  i n  p a r t  t h a t  "A PI.d,.. 

declaratory j u d g m e n t  o r  d e c r e e  u n d u r  t h i s  s e c t i o n  s h a l l  n o t  be ',, . , ,h.qf;$ 

*:#j 
i s s u e d  i n  any p r o c e e d i n g  u n l e s s  t h e  Tax  C o u r t ,  t h e  C o u r t  of I . ,,::* ' I  , ? I  

' '., / 

C l ~ i n s ,  o r  tntb D i s t r i c t  C o u r t  o f  t h c  U n i t e d  S t a t e s  for t h e  
Distrfct of Co l u m b i a  d e t e r m i n e r  t h a t  t h e  o r g a n i z a t i o n  
h . , ~  c . x h ~ l u s t e d  a d m i n i s t r a t i v e  r e m c d i c s  a v c l i l n b l e  t o  i t  w i t t r i n  
I n t e r n a l  R e v e n u e  S e r v i c e " .  

Y l e n e c  k e e p  t h i s  d e t e r m i n a t i o n  l e t t e r  i n  y o u r  p e r m a n e n t  r e c o r  

I f  y o u  a q r c c  w i t h  t h i s  d e t e r m i n a t i o n ,  p l e a s e  s i g n  a n d  r e t u r n  
e n c l o s e d  Porm 6018. 

i f  wc d o  n o t  t i c s r  f r o m  you w i t h i n  30 day@ f r o m  t h e  d a t e  o f  t h i  
l e t t c r ,  t h l s  d e t e r m i n a t i o n  w i l l  b e c o m e  f i n a l -  I n  a c c o r d a n c e  w 
C o d e  S e c t i o n  6 1 0 4 ( c ) ;  we w i l l  n o t i f y  t h e  a p p r o p r i a t e  S t a t e  
o f f i c i a l s  of t h l s  a c t i o n .  

V e r y  t r u l y  y o u r s ,  

. ,.;# * ?. 

Encloaurcs: 
I 1 t ~ i , 1  if:;i; Ion 8 9 ;  
F(;l- . i  Ci:L;J 




